This paper examines the effect of the adoption of International Financial Reporting Standards on the integration of capital market in the Gulf Cooperation Council countries. First, it uses the correlation matrix of the stock market index returns for the insurance sector from 2007 to 2013 as a proxy for the national stock market index return. Then, the causal nexus among financial variables has been investigated by employing cointegration analysis. The study finds that the adoption of IFRS by GCC stock markets has no significant impact on the integration of the capital market. Rather, the results show that the relation among these markets are mostly representing world trend toward more integration as well as the possible impact of the nature of their economy. This could be due to other institutional elements which might have some influence on the magnitude of the role of accounting standards in capital markets. Thus regulators in GCC countries should consider the interplay between accounting standards and market institutional elements in order to enhance their capital market integration.
INTRODUCTION
It has been claimed that one of the main purposes behind the worldwide adoption of the International Financial Reporting Standards (IFRS, thereafter) is to decrease the cost of communications. Capital market participants, therefore, will have the same higher quality information with affordable cost of attaining and utilizing this information. Accordingly, one would assume that the use of one set of accounting standards will enhance capital market integration as it reduces the cost of communications and of information gathering and processing. Most companies in the Gulf Cooperation Council (GCC, thereafter) countries have adopted IFRS in preparing their financial statements, consequently increasing the possibility of the integration of their capital markets. The purpose of this research is to examine the impact of the adoption of IFRS on the integration of capital markets in the GCC countries.
Although there is an intensive research around the adoption of IFRS, the reported benefits from the adoption of IFRS are questionable as the environment where it will be employed may differ. previous studies focusing on different concerns of IFRS adoption report mixed results whether because of the differences between developed and developing countries (Gordon et al., 2012) , the variance in the obstacles that may result in improper application of IFRS (Brüggemann et al., 2012) , the difference in the degree of compliance with IFRS (Daske et al, (2008) , or other institutional changes that occur concurrently with IFRS (Emmanuel, et al., 2016) . Furthermore, there are limited studies have in particular examined the possible impact of sharing one set of accounting standards on the integration of capital markets (e.g. Dhaliwal et al., 2013 and Cai and Wong, 2010) . This research should contribute to the literature from this perspective.
The integration of capital markets is defined as if assets issued in different countries have comparable correlated returns regardless of the location where they are traded (Stulz, 1981) . Accordingly, capital market integration can be measured by comparing the returns of assets that are issued in different countries and generate identical cash flows.
To measure the possible effect of the adoption of IFRS on the integration of capital markets in the GCC countries, the study focuses on three capital markets, namely the stock markets of Saudi Arabia, Dubai and Qatar. It uses the matrix of the stock market index returns for the insurance sector from 2007 to 2013 as a proxy for the national stock market index returns. The focus on specific sector rather than the general stock market index is important for two reasons. First, the assets for these sectors are more identical therefore testing capital integration within this sector is more justifiable than within the general stock market index. Second, the adoption of IFRS in Saudi Arabia occurred only in the insurance sector during the study period.
Accordingly, the sample period is divided into pre-adoption period which includes 2007 and 2008 and post-adoption period which includes 2009 to 2013.
First, correlation coefficients among concerned stock markets were calculated for the two periods. Second, the causal nexus among financial variables has been investigated by employing the cointegration analysis, whereas Dickey and Fuller (1979) has been employed to investigate the existence of unit root and Ordinary Least Squares technique to examine the relation between these capital markets before and after the adoption of IFRS.
Since, there are relatively few research studies conducted in this area, the study broadens the scope by providing empirical evidence of the relation between IFRS adoption and capital market integration. The results of this study are also important to the regulators in this region as their capital markets are suffering from thin trading, lack of liquidity and lack of informational efficiency (Simpson, 2008) so one remedy for these problems is to increase the integration among their capital markets.
The study finds that the adoption of IFRS has no significant impact on the integration of the capital market in the GCC countries. Moreover, the results of the cointegration tests show that many of these markets do not maintain a long-term relation between them. It is evident that their degree of integration is lower than discussed in the literature particularly based on the developed countries. The possible explanation of these results is that other institutional elements might have some influence on the magnitude of the role of accounting standards on the integration of capital markets and regulators need more actions to establish more integrated capital markets. This could support the argument that the possible attributes of IFRS adoption may not be achieved per se but other institutional changes should occur concurrently with IFRS to observe its benefits (Emmanuel, et al., 2016) .
The paper is structured as follows. Next two sections provide a review of the literature and a discussion of the context of stock markets in the GCC countries. Sections 4, 5 and 6 discuss the research hypothesis and research methodology. Sections 7-9 discuss the results whereas section 10 concludes.
THE REVIEW OF THE LITERATURE
There is a continuing debate in the accounting literature around the observed benefits of the worldwide adoption of IFRS. Significant part of this literature examines the net benefits of the adoption of IFRS on capital market outcomes and argues that IFRS adoption enhance reporting quality, transparency and information contents and improve the comparability of financial statements and information efficiency across countries. However, these assertions have been contested by other studies arguing that the desirable outcomes are questionable as the environment where it will be employed may differ.
The most relevant studies to the concerns of this study are those investigating the impact of the adoption of IFRS on capital market integration. Unfortunately, this issue has received little research in comparison to issues relating to the possible impacts of IFRS adoption on international capital markets, international comparability of financial statements and inflow of foreign investments.
From the perspective of the possible impact of IFRS adoption on the capital market integration, Dhaliwal et al. (2013) provide initial evidence on the role of IFRS on financial market integration. They focus on the mandatory adoption of IFRS and find a positive association between IFRS adoption and market integration measured based on two dimensions; the extent to which the global factors can explain local stock returns and the speed with which local stock returns incorporate global factors. They conclude that the relation between IFRS adoption and financial integration is obvious where there is a significant difference in quality between IFRS and local accounting standards and stronger legal enforcement. Cai and Wong (2010) examine the effects of IFRS adoption on the integration of global capital markets. They report that countries that have adopted IFRS as their accounting standards for listed companies are more financially integrated compared to those using local accounting standards.
Larger type of research concerns the association between the movement toward IFRS and cross border investments and inflow of foreign investments. From this vein, research reports that reporting under IFRS is less costly for investors to compare firms across markets and countries (Armstrong et al., 2010 and Gnanarajah, 2015) , facilitates cross-border investments (Bradshaw et al., 2004 and Aggarwal et al., 2005) . This would encourage foreign investments to flow into countries and in turn improve the liquidity of the capital market, risk-sharing and lower the cost of capital (Merton, 1987 Other research has focused on the impact of investment-related information produced by IFRS across-countries. For example, based on a sample of over 1,000 IFRS-adopting firms in European countries, Chen et al. (2013) report more sensitivity of a firm's investment efficiency to performancerelated information suggesting that comparability is critical for the observed outcomes. In larger scale, Loureiro and Taboada (2015) report based on a study of over 32,000 firms from 50 countries that IFRS adopters experience an increase sensitivity in investment-to-price relation. By focusing on merger and acquisition, Louis and Urcan (2014) also investigate how IFRS adoption affects decisions pertaining to merger and acquisition and argue that widespread IFRS adoption should increase crossborder acquisitions.
Theoretically, this has been explained by Emmanuel et al. (2016) stating that firms' commitments to transparency will be increased under IFRS which will reduce the information asymmetry consequently increase investors' willingness to trade, by this means stock prices will be informative. They further report three reasons behind preference of IFRS; first foreign investors may concern IFRS adoption because IFRS will replace unfamiliar country-specific reporting standards which will reduce their cost of information processing, second the general perception that IFRS is of a higher quality than many local GAAP and third the use of one set of accounting standards would be better in increasing the visibility of remote investments. Tarca (2012) and Emmanuel et al., (2016) provide a review of arguments and evidence from research investigating the adoption of IFRS globally.
It is obvious that these findings demonstrate that IFRS is more relevant to global capital markets and investors than other local accounting standards, however, the desirable outcomes are not always achievable as the environment where it will be employed may differ. This has been evident by several research studies. For example, research studies reveal that the case may be different from developed to developing countries. It has shown that in developed countries with high quality local accounting standards, the possible effects might be minor because it is more likely to have local accounting standards that are more relevant to their environment than IFRS while in developing countries it is more likely that the adoption of IFRS will improve the quality of accounting information. This is evident in the results of the study of Gordon et al. (2012) which report, on a study of firms from 124 countries during the period 1996-2009, an increase in developing countries adopting IFRS with no observed direct benefits for developed countries.
There is also a critical challenge relating to compliance and proper application of IFRS such as regulations, compliance, enforcement and education. Brüggemann et al. (2012) discuss finding of empirical studies on the economic consequences of mandatory adoption of IFRS in the European Union (EU). They give specific consideration to those research studies investigating the effects of IFRS on the capital market, where they classify these research studies into two categories: studies directly analyzing economic consequences in capital markets using measures associated with firms' values and studies indirectly measuring capital-market perceptions of accounting quality. Brüggemann et al. (2012) conclude that the financial reporting effect is limited because of substantial non compliance and accounting choices at the national levels that remain unchanged. They argue that there is unanimous evidence that the mandatory adoption of the IFRS coincides with capital-market and macroeconomic benefits.
This has been shown by Jayaraman and Verdi (2014) whom provide empirical findings from this perspective by investigating the interaction between reporting incentives and accounting standards. They investigated a sample of 15 European Union (EU) countries based on two regulatory changes the adoption of the common euro currency and IFRS adoption. They found greater financial reporting convergence after IFRS adoption but only in euro countries. They further conclude that the convergence in reporting incentives and the convergence in accounting standards act as complements suggesting that this is driven by capital market integration via arms-length rather than product market integration.
Daske et al. (2008) also provide explanation for the problem of un-achieving the expected outcomes after the adoption of the IFRS. They reveal that when there is striker enforcement and better reporting incentives firms would comply with IFRS in more rigorous manner. Daske et al. (2008) further suggest that if the local accounting standards are in lower quality in comparison to IFRS, the possibility of realizing benefits of the adoption of IFRS is higher.
Emmanuel et al. (2016) provide a general view of the studies investigating the benefits of the adoption of IFRS. They argue that even there is strong evidence about the benefits of the adoption of IFRS; there is no agreement whether the observed outcomes are attributable to IFRS adoption or to other institutional changes that occur concurrently with IFRS. Earlier, IFAC (2004) has raised wariness about conditions to observe the outcomes of the adoption of IFRS. It reports that a financial reporting system should be supported by strong governance, high quality standards, sound regulatory frameworks for realizing the benefits of economic development and benefitting from a global financial reporting framework such as comparability of financial information for investors, greater willingness on the part of investors to invest across borders, lower cost of capital and more efficient allocation of resources. It admits that there are several challenges for these benefits to be realized such as issues of incentives, culture, scale, understandability, translation and education.
THE INTEGRATION OF CAPITAL MARKETS IN GCC COUNTRIES
The Gulf Cooperation Council (GCC) was established in 1981 and is composed of six Arabian countries namely, Saudi Arabia, United Arab Emirates, Qatar, Kuwait, Oman and Bahrain. One of the main objectives of the GCC countries is to accomplish economic and financial integration among each other (Secretariat General of GCC, 2014). For this purpose, GCC countries initiated in 1981 economic nationality under the article 8 which states the realization of a fully equal treatment among GCC nationals in all economic fields. This treaty includes: freedom of movement, work and residence, the right of ownership, inheritance and will, the freedom of engagement in economic activity and free movement of capitals. Later, this has been expanded to include most important provisions concerning the economic nationality whereas the same treatment accorded to its nationals without differentiation or discrimination in all economic fields (Secretariat General of GCC, 2015).
Nevertheless, in GCC countries there are several differences in regulations, institutional elements and developments of their capital markets which could cause some obstacles for integrating their economics and stock markets (Mohd and Hassan, 2003) . Also, Shachmurove (2003) names number of differences such as liquidity, infrequency of days of trading stocks, lagging of domestic and political reforms, government interference and inflexible monetary policies. He further argues that these present challenges for GCC markets to achieve globalization and benefit from foreign direct investments.
One important element relates to the domination of commercial banks in the financial systems which could limit the importance of crossborder equity flow among GCC countries (Espinoza, et. al., 2010) . Also, GCC stock markets differ in their regulations and developments. Some of these markets achieved solid progress in their expansion, reforms and openness and others need more reforms, transparency and governance (Simpson, 2008) . Rao and Shankariah (2003) report that these markets are neither developed nor informational efficient and suggest that these countries have to develop strategies based on the experience of developed markets. Table 1 The results of the studies investigating capital market integration in the GCC countries are mixed. Regardless of these mixed results, some degree of integration is expected because of two reasons. The first reason is pertaining to the recent developments of these stock markets which could lead to more integration with international stock markets and among each other. Choudhry et al.
(2007) and Masih and Mansur (2002) investigate the integration of worldwide stock market and argue that the development of financial markets would improve the degree of integration among international markets. So it could be seen that the integration of GCC stock markets is part of the global trend of developments in capital markets (Espinoza et al., 2010) resulting from international stock markets becoming more integrated and equity prices exhibiting long-run relationships (Swanson, 1987) .
With some degree of differences, these stock markets have observed considerable changes during the last few years such as escalating privatization programs, issuance of new shares, lunching of computer-based trading, the inter-listing of shares on their stock markets and improving informational environments (Deutsche Bank, 2012). Table 2 provides some outline of the recent developments in the selected stock markets.
The second reason is pertaining to the nature of their economies. The GCC economy is an oilbased economy while oil and gas sector represents approximately 73% of total export, about 63% of government's revenue and 41% of its GDP in 2013 (Gulfbase, 2013) which could explain some degree of their economic and financial integration. This is also suggested also by Mohd and Hassan (2003) arguing that the stock market integration of GCC countries might in fact be representing the correlation between share prices and oil prices. Similarly, Alkulaib et al. (2009) find that the GCC region has more interaction and linkage than other regions in the MENA region due to the similarity of the nature of their economies. 
THE RESEARCH HYPOTHESIS
The study questions whether the adoption of IFRS by Saudi companies in 2009 would bring Saudi stock market toward more integration with other stock markets in Gulf States, namely Qatar, and Dubai stock markets. Previous research has reported that the adoption of IFRS by companies in different countries enhances the availability of similar quality financial information to investors and enhances the integration of capital market (Cai and Wong, 2010) . Thus, the adoption of the International Financial Reporting Standards (IFRS) by companies in GCC countries is proposed to increase the integration between these stock markets as decreasing the cost of communications and of information gathering and processing could enhance capital market integration (Mussa and Goldstein, 1993) . Stulz (1981) defines the integration of capital market as if assets with perfectly correlated returns have the same price, regardless of the location in which they trade. Previous studies have measured financial integration using number of indicators such as gross capital flows, stocks of foreign assets and liabilities, degree of co-movement of stock returns, and financial openness. For this study an indicator of more integration among stock markets is the closeness of the trend of the market indices. Therefore, if the indices of two stock markets are moving in the same direction and degree, they are considered more integrated. Accordingly, capital market integration can be measured by comparing the returns of assets that are issued in different countries and generate identical cash flows. Accordingly, the research hypotheses are stated as follow:
H1: Pre-adoption of IFRS by Saudi companies, the rate of return of Saudi stock index is not significantly correlated with the rate of returns of stock indices in other GCC countries that are adopting IFRS H2: After-adoption of IFRS by Saudi companies, the rate of return of Saudi stock index is becoming significantly correlated with the rate of returns of stock indices in other GCC countries that are adopting IFRS Since some degrees of integration between these markets are expected due to two main reasons. The first is pertaining to the global trend toward more integration among world stock markets while the second reason is representing the correlation between share prices and oil prices. Therefore, two further hypotheses are developed to test these assumptions.
H3: Regardless of the adoption of IFRS by Saudi companies, the rate of returns of GCC stock indices are significantly correlated with the rate of returns of stock indices in the international leading stock markets.
H4: Regardless of the adoption of IFRS by Saudi companies, the rate of returns of GCC stock indices are significantly correlated with the rate of return of oil prices.
RESEARCH METHODOLOGY
Generally speaking, there are two common methods to investigate financial markets integration. The first approach called the international capital asset pricing model (ICAPM) while the second model is the cointegration approach. The ICAPM demonstrates that integration is achieved when two securities with same risk characteristics in tow different markets have the same price levels. While cointegration analysis tells us about the long-term relationship among equity prices of selected markets. The cointegration approach is the most popular method used to test the extent of integration between financial markets (Sadouni, 2013) .
At the beginning, the study runs a correlation matrix for the stock market index returns for the insurance sector from 2007 to 2013 as a proxy for the national stock market index returns. If two stock markets are highly integrated, the correlation coefficient between these two markets will be high which indicates that the stock prices of these two markets tend to move in the same direction.
Measuring the degree of the integration among stock markets indices through correlation has been widely adopted in the finance literature, (e.g., Heston After that, the causal nexus among financial variables has been investigated by employing the cointegration analysis for the stock market index returns for the insurance sector from 2007 to 2013 as a proxy for the national stock market index returns. Cointegration tests involve two steps. In the first step, each time series is scrutinized to determine its order of integration. To meet this requirement, unit root tests designed by Dickey and Fuller (1979) have been employed. In the second step, the time series is analyzed for cointegration.
THE DATA
The focus was directed toward Saudi Arabia, Dubai and Qatar markets because the data for these markets were available. Oman Stock market was excluded because its insurance sector includes different types of companies so its insurance sector is not identical to that of other Gulf States. Kuwait, Abu Dhabi and Bahrain were excluded because of non-availability for some years. Therefore, data representing the monthly index level have been obtained from Gulfbase for Saudi Arabia, Dubai and Qatar stock markets.
The reason behind the use of the stock market index returns for the insurance sector instead of the general index is that insurance companies in Saudi Arabia have moved from applying local standards in 2009 to IFRS, while insurance companies in the rest of the gulf countries have been utilizing IFRS for the whole period of interest. So it was possible to divided the sample period into pre-adoption period which includes 2007 and 2008 and post-adoption period which includes 2009 to 2013. Another reason is that the assets for these sectors are more identical therefore testing capital integration within this sector is more justifiable. Samuelson (1998) argues that testing international market activities works better when individual sectors are concerned rather than the general stock market index.
Since the monthly index level for each market included in the study was denominated in the respective local currency, each index return was converted into US dollars to ensure consistency in the measurement of the study. The rate of return for each stock market was calculated as follows:
where, Rit : Rate of return of country i's stock index for insurance sector at t; Pit: Price of country it's stock index for insurance sector at t. Table 3 presents a summary of some important indicators of the insurance sector of the three markets at the end of October, 2013. In total, they consist of around 21% of all the companies listed in the three markets. Saudi stock market is listing 35 insurance companies and has the largest number, while Qatar Stock markets lists 5 insurance companies and has the smallest number of companies working in the insurance services. The monthly returns of the insurance sectors during the whole period of study are presented in table 4. The insurance sector in Qatar stock market recorded the highest mean (0.006), while insurance sector in Dubai stock market recorded the smallest and negative mean (-0.0004). The highest standard deviation of (.006173993) has been reported for Saudi stock market with a minimum rate of return of (-.024935) and a maximum rate of return of (.019410) among all the stock markets. This indicates that during the period of 2007 to 2013, insurance sector in Saudi stock market had the highest volatility of rate of return compared to insurance sectors in the two Gulf States considered in this study. 
DESCRIPTIVE ANALYSIS

DISCUSSION OF THE CORRELATION RESULTS
The objective of this research is to investigate whether the adoption of the International Financial Reporting Standards (IFRS) by companies in GCC states would enhance the integration of capital markets in these countries. To gain an insight a matrix for rate of returns of insurance sectors during pre and post adoption periods of IFRS are computed in table 5.The results show no significant correlation among GCC stock markets whether before or after the adoption of IFRS. Instead, the results show general and consistent correlation with the leading international stock markets (S& P 500 and FTSE 100 stock markets). Also Pearson correlation reports a moderate correlation between some of the GCC stock markets and the change in oil prices.
To illustrate, before the adoption of IFRS (2007-2008) the highest correlation coefficient reported is between Qatar stock market and Dubai stock market at .607, which is significant at .01 level. The correlation coefficient between Saudi stock market with Qatar and Dubai stock markets are moderate at about 0.43 and 0.15, respectively. In the postadoption period of IFRS (2009) (2010) (2011) (2012) (2013) , the test of correlation shows no significant change of correlation between these stock markets. It keeps almost the same degree of correlation among Saudi, Qatar and Dubai stock markets during the two periods, indicating that the impact of the adoption of IFRS by GCC states may have little in enhancing the integration among the GCC stock markets. This does not support the main research hypothesis that proposes that after the adoption of IFRS by Saudi companies, the rate of return of Saudi stock index is becoming significantly correlated with the rate of returns of stock index in other GCC states that are adopting IFRS.
In the other side, the results in general show consistent correlation with the leading international stock markets. As shown in table 5 all GCC stock market correlate to some extent with the S& P 500 and FTSE 100 stock markets. For Qatar stock market, Pearson correlation reports significant correlation at 1% with these two international markets. The other GCC stock markets also keep sufficient correlation at 5% and 10% with these two international markets. This could be representing the global trend toward more integration among world stock markets (Swanson, 1987) , which supports the third research hypothesis which states that the rate of return of GCC stock indices are significantly correlated with the rate of returns of stock indices in the international leading stock markets regardless of the accounting standards adopted.
Also, Pearson correlation reports a moderate correlation between some of the GCC stock markets and the change in oil prices. Saudi stock market is the one who is correlating with the change in oil prices whether before or after the adoption of IFRS at 5%. Other GCC stock markets are also correlating with the change in oil price however at lower degree. To some extent, this partly supports the fourth research hypothesis which states that the rate of return of GCC stock indices are significantly correlated with the rate of return of oil prices.
In general, the findings suggest that although there are some degrees of correlation among GCC stock markets, this nature of correlation is more likely representing the global trend toward more integration of world stock markets as well as the reliance of their economies on oil revenue. Similar results have been reported by Abraham et al (2001) reporting a low correlation among these capital markets and Espinoza et al. (2010) asserting that GCC stock markets are fairly integrated because of market illiquidity.
From the other perspective, the results show some possible impact of change of oil prices on the stock markets in the region. This is expected as oil revenue has always been a driving force to the activities of stock markets in the GCC countries as most of these economies are oil dependent, and are heavily investing in petrochemical industries. Similar results have been reported by Alkulaib et al. (2009) arguing that the GCC region has more interaction and linkage than the MENA region due to the similar economic nature of these countries and Mohd and Hassan (2003) reporting the importance of oil price change in the activities of stock markets in the GCC region. 
DISCUSSION OF THE COINTEGRATION RESULTS
Cointegration analysis tells us about the long-term relation among equity prices of selected GCC states. It involves two steps. In the first step, each time series is scrutinized to determine its order of integration. To meet this requirement, unit root tests designed by Dickey and Fuller (1979) have been employed. In the second step, the time series is analyzed for cointegration. In order to make sure that the results are not spurious, Dickey-Fuller and Augmented DickeyFuller test have been utilized to investigate the existence of unit root. The existence of unit root causes the regression results to be spurious. One common technique to solve this problem if it is existed is to take first difference of the variables and then test again if it has become stationary. However, after applying this method it has been found that the hypothesis of unit root is rejected for all these thee series as we can see from the results in table 6. So the prices in all the three markets are stationary. After it has been shown that the data is stationary, a test was carried out to examine the concern that there is no higher integration level in these markets after IFRS has been implemented. For this purpose, Ordinary Least Squares technique has been utilized to find the relation between different markets before and after the adoption of IFRS. So, we do first the regression of each GCC stock market against other GCC stock markets then with the international stock markets and with the oil price change separately for each period; before and after IFRS adoption.
The results in table 7 show that there is no relation of Saudi Stock market with each of Qatar and Dubai. All the coefficients are small and have small t-value suggesting that the coefficients are statistically insignificant. Also it shows that even there are some relations between Qatar and Dubai stock markets, this relations is neither sufficient after IFRS adoption period (0.06) nor consistent.
Further, the results of the regression of each GCC stock market against the S& P 500 and FTSE 100 stock markets show some association between selected GCC stock returns and that of the leading international stock markets suggesting some influence of these international stock markets on GCC stock markets.
To examine the possible improvement of the integration after the adoption of IFRS, a comparison of the results of the regression for each market before and after IFRS adoption using the dependent sample t-test was utilized. Hypothesis test involves paired observations when the samples are dependent. Dependent sample is characterized by a measurement followed by an intervention of some kind and then another measurement. This could be applied to the case of a "before" and "after" study. The standard formula for paired t value is given as: As in table 7 the computed t value is 0.82 for Saudi stock market as independent, 1.13 for Dubai stock market and 2.42 for Qatar stock market respectively. All these values of t are smaller than the critical value of 2.5. So we are unable to reject the null hypothesis of no difference in the integration of markets before and after the implementation of IFRS. The hypothesis of no difference in the mean value of the parameters cannot be rejected with 99% confidence level. So it can be safely concluded that no significant change has occurred in the behavior of investors after the implementation of IFRS and the degree of market integration has not increased. 
CONCLUSION
The study questions whether the adoption of IFRS by Saudi insurance companies would bring Saudi stock market toward more integration with other stock markets in Gulf States, namely Qatar, and Dubai stock markets.
To measure the possible effect of the adoption of IFRS on the integration of capital markets in the GCC countries, the study uses the matrix of the stock market index returns for the insurance sector from 2007 to 2013 as a proxy for the national stock market index returns. First, correlation coefficients among concerned stock markets were calculated for the two periods. Second, the causal nexus among financial variables has been investigated by employing the cointegration analysis, first Dickey and Fuller was used, then Ordinary Least Squares technique was utilized to examine the relation between these capital markets before and after the adoption of IFRS.
In general, the findings indicate that the adoption of IFRS by companies in the GCC stock markets would not enhance integration of their capital markets. It is evident that although there are some degrees of correlation among GCC stock markets, this nature of correlation is more likely representing the global trend toward more integration of world stock markets as well as the reliance of their economies on oil revenue. So, it can be concluded that accounting standards alone will not bring the desired outcomes unless the other parts of the system work in the same direction. Other factors, such as regulations and developments, might have a critical role to enhance the relation between these stock markets. These results support the argument which says that the system of accounting reporting is a part of an integrated system which is composed of laws and regulations, culture and incentives (e.g. Ball To improve the integration of their capital markets, these findings recommend regulators of the stock markets in the GCC states to take number of decisions in addition to sharing one set of accounting standards such as unifying and easing their regulations with respect to the investments flow among each other as well as with foreign investments.
Finally, the findings of this study should be read with full understanding of its limitations. The most important limitation relates to the data which covers a period of 2007 to 2013 during which world financial crises has occurred, in particular during [2008] [2009] . Also, a conscious may need to be raised about the results of the test of correlation coefficient here since observations for the two periods are different which would result in different degree of correlation coefficient.
